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Overview of equalization requirements

According to Connecticut state statute (Chapter 164, Section 10-51), cities in a regional district must
contribute a portion “based on the average daily membership of pupils,” unless another arrangement is
set. Therefore, based on 2018-2019 enrollment, Ansonia must contribute between 62% and 64% of total
financial and capital contributions to the regional school district, depending on the regional
configuration chosen.

For operating budget expenditures, each city would contribute funding on a per-pupil basis to the
regional school district, as outlined in the Task | report. Similarly, for capital contributions, Ansonia and
Derby must contribute an equalized amount on a per pupil basis to the regional district. Simplified,
hypothetical, examples are below of how this could play out:

e  Without renovations:

o Ina9-12 regional district, Ansonia may contribute their high school. If AHS is worth $9M
and Ansonia is about two-thirds (67%) of the student population at the high school.
Since in this example Ansonia contributed a facility valued at $9 million, and only
needed to contribute 2/3 of the total capital, which is $6 million, Derby would need to
contribute $3 million to the regional entity and Ansonia would be due back $3 million
from the regional entity.

e  With renovations:

o Inthat same scenario, if the total cost of expansions and addressing code violations at
AHS is $3M, this $3M cost would be apportioned on a per-pupil basis across the two
cities, meaning that Ansonia would be contributing $2M and Derby would contribute
S1M for renovations. In total Ansonia would have contributed $11M, ($2 million in
renovations and $9 million in facilities), and Derby will have contributed $1M, and as
such Ansonia would receive back $1M and Derby would owe $4M (S3M in capital, $1M
in renovations).

o With lease:

o In this same scenario, Ansonia and Derby could lease their buildings to the joint entity
rather than selling them. They can then come to an arrangement of how the cities will
distribute the costs of renovations. They can either distribute renovations on a per-pupil
basis or the city that owns the building holds responsibility for the renovations.

Below is a table that outlines the same simplified example of the total amount contributed and final
cash investment in each scenario:

Leased (with renovations)

Final cash - . Final cash
. Buildings Renovations .
investment investment
Ansonia | S9M (S3Mm) S9M S2M (S1Mm) SOM S2M S2M
Derby SOM S3M SOM SIM S4M SOM SiIM SIM
2
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Equalization is dependent on 5 decisions:

In order to determine what the actual contributions made by each town will be and what, if any,
adjustments are needed to create the proportional required contributions, 5 questions must be
answered first.

a. What is the form of merger (grade levels) and which and how many schools are utilized going
forward.

b. Whether buildings are contributed to the new entity or leased.
The valuation of what capital is contributed

d. How much each building is renovated (note the cost to each town differs in lease versus
transfer)

e. Whether the goal is strictly to equalize capital contributions or to also address other issues such
as how operating saving accrue to the towns, unused buildings or other issues.
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A. What is the form of merger (grade levels) and which and how many schools are utilized
going forward (options below).

PK-12 PK-12

School Status Quo Central Office Regionalized ~Regionalized Regionalized Regionalized
(4 elem.) (3 elem.)

Shared 9-12 6-2

Ansonia High
School
Ansonia Middle
School

Mead Elementary

Prendergast
Elementary

Derby High School

Derby Middle
School
Bradley
Elementary

Irving Elementary

Indicates building in use in this scenario.

Only buildings that are used in the final scenario are considered contributed to the regional entity.
Unused buildings remain owned by the town, not the regional entity.

Summary of building use:

e In any regional scenario, Ansonia High School remains open while Derby High School closes.

e In 6-12 and PK-12 regional scenarios, Derby Middle School remains open while Ansonia Middle
School closes.

e If any elementary school closes, it would be Irving Elementary in Derby.

Decision Point: Which regional option is to be selected with which schools utilized?
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B. Whether buildings are contributed to the new entity or leased.

The two cities have two options for how they can contribute capital to the new joint entity, contributing
or leasing.

Contributing a building means that the regional entity would own the facility going forward, not the
town. A contributed building is essentially sold to the regional entity for the appraised value. If the value
of the buildings contributed by one town exceeds its proportional share, then the regional entity would
owe that town the amount over contributed. Conversely, if the value of facilities contributed was less
than the proportional share due, that town would owe the regional entity the difference.

Leasing the buildings to the regional entity changes the capital equalization calculation significantly. In a
lease situation, the towns remain owners of their schools, not the regional entity. Thus neither town is
contributing any capital if all the buildings are leased.

Moreover, the lease amounts can be nominal, say $1 a year, or they can be set at any reasonable rate
agreed to.

Finally a lease changes how renovation costs are apportioned as well. In a contribution case renovations
are split based on proportion of student population. In a lease the allocation of renovation costs can be
set at any reasonable rate agreed to by the towns.

e Contribute buildings to the new entity on a per-pupil basis:

o If Ansonia is 64% of the total student population in the regional entity, they must
contribute 64% of the capital to the regional district and Derby must contribute 36% of
the capital. In a scenario in which Ansonia contributes $10M in capital, Derby would
need to contribute a proportional amount ($5.6M) or would owe $3.6M to the regional
entity, and $3.6M would be owed to Ansonia from the regional entity.

o In this same scenario, if an additional S5M is owed in renovation costs to the $10M
building contributed to the regional district, Ansonia would cover $3.2M in renovation
costs (64%) and Derby would cover $1.8M. However, Derby would owe the regional
district $3.6M for their portion of capital contributions, and so they would owe $5.4M to
the regional entity. Ansonia would be owed $0.4M ($3.6 owed from capital
contributions, minus $3.2 for renovations).

e Lease buildings for a minimal amount to the regional district (e.g. S1 for 10-year lease):

o If Ansonia leases their $10M building to the regional district, no city would owe money
to the regional entity in capital contributions. However, that $5M in renovations could
be covered in one of two ways, depending on the lease agreement: (1) Ansonia is
responsible for renovations to the building as the owner, or (2) the cities proportionally
contribute to renovations. In the latter scenario, Ansonia would cover $3.2M in
renovations and Derby would cover $1.8M in renovations.

Decision Point: Will the schools be contributed or leased? If leased, how much will the buildings be
leased?
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C. The valuation of what capital is contributed.

If the cities contribute capital to the regional district, rather than leasing them, contributions must be
based on some valuation. Below is the valuation the cities of Ansonia and Derby placed on each school
in both districts. Silver/Petrucelli & Associates (SPA) and Milone and Macbroom (MMI) worked with the
cities of Ansonia and Derby to gather information on the appraisal valuations of land and buildings.

Valuations were made by the city and generally are influenced by building size, year constructed, total
number of classrooms, land size, amenities, and investments/renovations made.

Based on initial feedback from committee members there is surprise at the high valuation of Ansonia
Middle School (511.8M) and the valuation of Derby High School included in Derby Middle School.
Valuations of Ansonia Middle School and the Derby Middle/High complex are found in the supplemental
PDFs. The only valuation available from the city of Derby was a valuation for the entire plot of land, and
states that it includes both Derby Middle School and Derby High School. It does not, however, separate
out the value of each building independently.

Derby high school and middle school are legally on a single parcel of land. Derby Middle School is used in
all the regional scenarios and Derby High School is not. Since Derby High School and Derby Middle
School are on shared land, in order to contribute one school without the other, Derby must appraise the
cost of each building separately and consider the legal allowances of selling or repurposing Derby High
School.

School Appraised Valuation*

Ansonia High School $32,863,000
Ansonia Middle School $11,832,800
Mead Elementary $10,889,100
Prendergast Elementary $8,699,300

Derby High School

Derby Middle School

$25,810,100**

Bradley Elementary

$4,074,700

Irving Elementary

$6,394,380

*Valuation is based on city property listing reports from the cities of Ansonia and Derby.

**Derby High School and Middle School have a valuation of $25,810,100 combined. Derby could
contribute their middle school, land, and high school to the regional district at a valuation of $25.8M, or
could appraise each building separately and contribute only the middle school.

Decision Point: Do we accept the valuations collected from the cities? Would Derby High School be
contributed to the regional entity? Do we want to modify the valuations through some other means such

as the lease? If yes, what are the assumed valuations? Would Derby High School be contributed to the

regional entity?
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D. How much each building is renovated.

As outlined in the report and subsequent documents, there are a number of levels to which schools can
be expanded, renovated, and/or replaced. These valuations came from facility conditions assessments in
both Ansonia and Derby buildings from Silver/Petrucelli and Associates (SPA). SPA is an architecture,
engineering, and interior design collaborative. They have partnered with cities and school districts
around Connecticut as architects and engineers assessing the current state of schools, setting plans and
designs for future improvements, and designing new school buildings.

SPA conducted a facility conditions assessment of both Ansonia and Derby school buildings. This is a
visual inspection of the buildings and their systems. The Task | report includes an assessment of the
architectural, plumbing, mechanical and electrical systems of these facilities. The report entails broad
narrative descriptions of these systems. It describes the visual observations that the architectural and
engineering team reviewed during their building walkthroughs. The current district facility managers or
a member of the custodial staff was on site during many of the walkthroughs. Recommendations and
estimates were included in narrative form and spreadsheets provide each district with the necessary
requirements to upgrade these facilities to meet today’s standards. These facility conditions and the
associated estimates are also used as a tool to further evaluate possible regionalization configurations.

Architects, as well as mechanical and electrical engineers conducted extensive on-site facility
evaluations and investigations. Town and State records were also reviewed. This data was organized and
appears in sections of the report in the form of building condition narratives and spreadsheets detailing
the specific code, repair or maintenance issues or deficiencies, with suggested recommendations
including corrective actions, prioritization, and associated cost estimates.

The below chart outlines the cost of renovations by the level of repair.

Costs per school by level of repair

School Code Violations S il Total
Improvements Improvements

Ansonia High $1,324,500 $2,610,000 $1,114,000 $5,048,500
School
Ansonia Middle $1,380,000 $8,404,000 $4,950,000 $14,734,000
School
Mead Elementary $172,000 $1,291,000 $2,645,500 $4,108,500
Prendergast $238,550 $3,745,000 $969,000 $4,952,550
Elementary
Derby High School $3,786,900 $3,804,000 $11,120,000 $18,710,900
Derby Middle $15,500 $8,500 $31,500 $55,500
School
Bradley Elementary $842,000 $2,063,500 $4,840,200 $7,745,700
i s eriEy $826,500 $2,343,500 $3,565,500 $6,735,500
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There are also expansions required with different merger options. The below table outlines the cost for
each school in each scenario of expansions and code violations.

9-12 6-2 PK-12 PK-12
School Status Quo Central Office . . . . Regionalized = Regionalized
Regionalized  Regionalized
(4 elem.)
écnﬁgg;a High $1,324,500 $1,324,500 $3,957,750 $3,957,750 $3,957,750 $3,957,750
Ansonia
Middle School 51,380,000 $1,380,000 $1,380,000 $0 S0 SO
Mead
Elementary $172,000 $172,000 $172,000 $172,000 $172,000 $172,000
Prendergast
2 2 2 2 2 2
Elementary »238,550 5238,550 $238,550 $238,550 $238,550 $238,550
Derby High
school $3,786,900 $3,786,900 SO SO SO SO
D -
Sfr:séMlddle $15,500 $15,500 $15,500 $3,062,428 $3,062,428 $3,062,428
Bradley
$842,000 $842,000 $842,000 $842,000 $842,000 $587,942
Elementary
Irving
2 2 2 2 2
E $826,500 $826,500 $826,500 $826,500 $826,500 SO
Transfer of PK
facilities SO SO SO $83,574 $83,574 $83,574
(Ansonia)
Transfer of PK
facilities SO SO $55,716 $55,716 $55,716 $55,716
(Derby)
Central Office
766,444 * * * %
Renovations >0 >766,
Total $8,585,950 $9,352,394 $7,488,016 $9,238,519 $9,238,519 $8,999,961

*Total costs for all regional scenarios beyond “central office” does not include central office renovations,

which would cost $766,444.
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The final chart show the allocation of costs from the above total

Overall allocation of
costs

Status Quo (sl 9-12 6-2 Re I::r;al\ﬁzed Re Ii):r-mal\ﬁzed
Office Regionalized Regionalized g &

‘ Total* $8,585,950 | $9,352,394 $7,488,016 $9,238,519 $9,238,519 $8,999,961
If buildings contributed
Ansonia N/A $236,042 $(9,646,885) | $7,464,003 | $9,692,866 | 55,469,701
Derby N/A $530,402 $13,604,635 | $(743,825) $(454,347) $3,530,260
If buildings leased
Ansonia N/A $487,897 $2,532,960 $4,166,510 $5,912,652 $5,759,975
Derby N/A $278,547 $1,424,790 $2,553,668 $3,325,867 $3,239,986
Non-regional costs
Ansonia 3,115,050 3,115,050 $1,790,550 $494,124 N/A N/A
Derby 5,470,900 5,470,900 $1,739,716 $1,724,216 N/A N/A

*Total costs for all regional scenarios beyond “central office” does not include central office renovations,
which would cost $766,444 and would be distributed as outlined in “central office” column.

Decision Point: What level of repair will each school receive?

E. Whether the goal is strictly to equalize capital contributions or to also address other issues
such as how operating saving accrue to the towns, unused buildings or other issues.

Equalization of capital costs is one part of an overall package of costs and benefits. In the operating
budget going forward, all costs must be shared on a per-pupil basis. As the report indicates anticipated
savings and benefits are different for each town. Through the use of lease agreements, the towns could
try to balance other financial considerations. For example if one town accrued greater ongoing financial

savings in a regional situation, they might pay a higher lease rate.

Decision Point: Should the equalization portion of the agreement strictly address the values of the
facilities contributed?
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Summary of Decisions:

Question:

1.

Which regional option is to
be selected with which
schools utilized?

\ Decision Made:

(a) Will the schools be
contributed or leased?

(b) If leased, how much will
the buildings be leased?

(a) Do we accept the
valuations outlined in this
document?

(b) Would Derby High School
be contributed to the
regional entity?

(c) Do we want to modify
the valuations so some
other means such as the
lease?

(d) If yes, what are the
assumed valuations?

What level of repair will
each school receive?

Should the equalization
portion of the agreement
strictly address the values of
the facilities contributed?
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